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KRS Investment Performance!

•  Investment performance is a product of asset allocation and 
manager selection




•  The Board’s policies establish asset allocation targets based on 

asset-liability modeling studies that are conducted by 
independent experts at least once every five years


•  The objective of the asset allocation policies is to produce returns 
that meet certain benchmarks, or goals, both on a short-term and 
long-term basis


•  In order to meet its objectives, the investment program employs 
diversification and rebalancing strategies among and within the  
asset classes
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NCREIF Property Barclays Aggr. Bonds HFRI Fund of Funds Barclays High Yield MSCI ACWI ex-US S&P 500 Return Risk 
NCREIF Property 1 -0.05 -0.05 -0.25 -0.02 0.00 NCREIF Property 1Q in Arrers 6.3% 10.6%
Barclays Aggr. Bonds 1 0.04 0.23 0.07 0.08 Barclays U.S.Aggregate Bond Index 6.4% 4.2%
HFRI Fund of Funds 1 0.44 0.57 0.51 HFRI Fund of Funds Diversified Index 6.1% 7.6%
Barclays High Yield 1 0.60 0.60 Barclays U.S. Corporate High Yield 8.5% 8.4%
MSCI ACWI ex-US 1 0.78 MSCI All Country World Ex US Index 5.2% 16.7%
S&P 500 1 S&P 500 9.3% 15.4%

NCREIF Property Barclays Aggr. Bonds HFRI Fund of Funds Barclays High Yield MSCI ACWI ex-US S&P 500 Return Risk 
NCREIF Property 1 -0.04 -0.04 -0.28 -0.07 -0.01 NCREIF Property 1Q in Arrers 5.4% 14.2%
Barclays Aggr. Bonds 1 -0.04 0.23 0.14 0.03 Barclays U.S.Aggregate Bond Index 5.1% 2.8%
HFRI Fund of Funds 1 0.64 0.76 0.68 HFRI Fund of Funds Diversified Index 1.7% 7.8%
Barclays High Yield 1 0.79 0.73 Barclays U.S. Corporate High Yield 7.6% 8.7%
MSCI ACWI ex-US 1 0.89 MSCI All Country World Ex US Index 2.3% 19.4%
S&P 500 1 S&P 500 7.4% 16.7%

NCREIF Property Barclays Aggr. Bonds HFRI Fund of Funds Barclays High Yield MSCI ACWI ex-US S&P 500 Return Risk 
NCREIF Property 1 0.06 -0.35 -0.29 -0.23 -0.23 NCREIF Property 1Q in Arrers 12.2% 1.3%
Barclays Aggr. Bonds 1 -0.14 0.18 -0.06 -0.19 Barclays U.S.Aggregate Bond Index 3.8% 2.9%
HFRI Fund of Funds 1 0.61 0.72 0.75 HFRI Fund of Funds Diversified Index 1.8% 5.3%
Barclays High Yield 1 0.84 0.76 Barclays U.S. Corporate High Yield 5.8% 4.6%
MSCI ACWI ex-US 1 0.87 MSCI All Country World Ex US Index 0.6% 14.2%
S&P 500 1 S&P 500 12.1% 14.2%

Data as of 6/30/2016

Asset Class Characteristics

Monthly Correlations (since 1990)

Monthly Correlations (past 10 years)

Monthly Correlations (past 5 years)

Annualized Data (since 1990)

Annualized Data (past 10 years)

Annualized Data (past 5 years)



Asset Allocation Targets – PENSION FUND !
01/01/2016 - Present!
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KRS Pension Fund - Asset Allocation

Asset Class Benchmark

Target Allowable 
Range      

(+/- Target)KERS
KERS 

Hazardous
CERS

CERS 
Hazardous

SPRS

US Equity Russell 3000 22.0% 26.5% 26.5% 26.5% 23.0% 5.0%

Non US Equity MSCI ACWI Ex-US IMI 20.0% 26.5% 26.5% 26.5% 23.0% 5.0%

Global Fixed Income Barclays Universal Index 10.0% 6.0% 6.0% 6.0% 9.0% 2.0%

Credit Fixed Income Barclays US High Yield 12.0% 6.0% 6.0% 6.0% 9.0% 2.0%

Real Estate NCREIF ODCE 5.0% 5.0% 5.0% 5.0% 5.0% 2.0%

Absolute Return HFRI Diversified FOF 10.0% 10.0% 10.0% 10.0% 10.0% 2.0%

Real Return
Custom- Allocation 
Specific

8.0% 8.0% 8.0% 8.0% 8.0% 2.0%

Private Equity ST<5 Yrs Actual Performance 10.0% 10.0% 10.0% 10.0% 10.0% 3.0%

Private Equity LT 5+ Yrs 
Russell 3000 + 300 bps 
(lagged)

10.0% 10.0% 10.0% 10.0% 10.0% 3.0%

Cash
Cit Grp 3-mos Treasury 
Bill

3.0% 2.0% 2.0% 2.0% 3.0% 2.0%



Asset Allocation Targets – PENSION FUND !
Pre 01/01/2016!
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KRS Pension Fund - Asset Allocation

Asset Class Benchmark

Target Allowable 
Range      

(+/- Target)KERS
KERS 

Hazardous
CERS

CERS 
Hazardous

SPRS

US Equity Russell 3000 22.0% 20.0% 20.0% 20.0% 20.0% 5.0%

Non US Equity
MSCI ACWI Ex-US 
Standard

20.0% 20.0% 20.0% 20.0% 20.0% 5.0%

Emerging Market MSCI Emerging Markets 0.0% 4.0% 4.0% 4.0% 4.0% 2.0%

Core Fixed Income Barclays US Aggregate 10.0% 9.0% 9.0% 9.0% 8.0% 3.0%

High Yield Bonds Barclays US High Yield 5.0% 5.0% 5.0% 5.0% 5.0% 2.0%

Global Bonds Barclays Global Agg 5.0% 5.0% 5.0% 5.0% 5.0% 2.0%

Real Estate NCREIF ODCE 3.0% 5.0% 5.0% 5.0% 5.0% 3.0%

Absolute Return HFRI Diversified FOF 10.0% 10.0% 10.0% 10.0% 10.0% 3.0%

Real Return
Custom- Allocation 
Specific

10.0% 10.0% 10.0% 10.0% 10.0% 3.0%

Private Equity ST<5 Yrs Actual Performance 10.0% 10.0% 10.0% 10.0% 10.0% 5.0%

Private Equity LT 5+ Yrs 
Russell 3000 + 400 bps 
(lagged)

10.0% 10.0% 10.0% 10.0% 10.0% 5.0%

Cash
Cit Grp 3-mos Treasury 
Bill

5.0% 2.0% 2.0% 2.0% 3.0% 2.0%



Asset Allocation Targets – INSURANCE FUND !
01/01/2016 - Present!
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KRS Insurance Fund - Asset Allocation

Asset Class Benchmark

Target Allowable 
Range      

(+/- Target)KERS
KERS 

Hazardous
CERS

CERS 
Hazardous

SPRS

US Equity Russell 3000 26.5% 26.5% 26.5% 26.5% 26.5% 5.0%

Non US Equity MSCI ACWI Ex-US IMI 26.5% 26.5% 26.5% 26.5% 26.5% 5.0%

Global Fixed Income Barclays Universal Index 6.0% 6.0% 6.0% 6.0% 6.0% 2.0%

Credit Fixed Income Barclays US High Yield 6.0% 6.0% 6.0% 6.0% 6.0% 2.0%

Real Estate NCREIF ODCE 5.0% 5.0% 5.0% 5.0% 5.0% 2.0%

Absolute Return HFRI Diversified FOF 10.0% 10.0% 10.0% 10.0% 10.0% 2.0%

Real Return
Custom- Allocation 
Specific

8.0% 8.0% 8.0% 8.0% 8.0% 2.0%

Private Equity ST<5 Yrs Actual Performance 10.0% 10.0% 10.0% 10.0% 10.0% 3.0%

Private Equity LT 5+ Yrs 
Russell 3000 + 300 bps 
(lagged)

10.0% 10.0% 10.0% 10.0% 10.0% 3.0%

Cash
Cit Grp 3-mos Treasury 
Bill

2.0% 2.0% 2.0% 2.0% 2.0% 2.0%



Asset Allocation Targets – INSURANCE FUND !
Pre 01/01/2016!
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KRS Insurance Fund - Asset Allocation

Asset Class Benchmark

Target Allowable 
Range      (+/- 

Target)KERS
KERS 

Hazardous CERS
CERS 

Hazardous SPRS

US Equity Russell 3000 20.0% 20.0% 20.0% 20.0% 20.0% 5.0%

Non US Equity
MSCI ACWI Ex-US 
Standard 20.0% 20.0% 20.0% 20.0% 20.0% 5.0%

Emerging Market MSCI Emerging Markets 4.0% 4.0% 4.0% 4.0% 4.0% 2.0%

Core Fixed Income Barclays US Aggregate 10.0% 10.0% 10.0% 10.0% 10.0% 3.0%

High Yield Bonds Barclays US High Yield 5.0% 5.0% 5.0% 5.0% 5.0% 2.0%

Global Bonds Barclays Global Agg 5.0% 5.0% 5.0% 5.0% 5.0% 2.0%

Real Estate NCREIF ODCE 5.0% 5.0% 5.0% 5.0% 5.0% 3.0%

Absolute Return HFRI Diversified FOF 10.0% 10.0% 10.0% 10.0% 10.0% 3.0%

Real Return Custom- Allocation Specific 10.0% 10.0% 10.0% 10.0% 10.0% 3.0%

Private Equity ST >5 Yrs Actual Performance 10.0% 10.0% 10.0% 10.0% 10.0% 3.0%

Private Equity LT 5+ Yrs 
Russell 3000 + 400 bps 
(lagged) 10.0% 10.0% 10.0% 10.0% 10.0% 5.0%

Cash Cit Grp 3-mos Treasury Bill 1.0% 1.0% 1.0% 1.0% 1.0% 2.0%



Calendar/Fiscal Year Returns!
!

9 *1984 performance began April 1 

KRS Pension Fund   KRS Pension Fund KRS Insurance Fund   KRS Insurance Fund 
Fiscal 
Year Return   

Calendar 
Year Return 

Fiscal 
Year Return   

Calendar 
Year Return 

1990 11.67   1990 1.39 1990 8.34   1990 9.86 
1991 8.24   1991 21.79 1991 13.27   1991 20.92 
1992 11.67   1992 8.77 1992 15.72   1992 7.18 
1993 12.16   1993 7.40 1993 11.29   1993 9.17 
1994 1.02   1994 1.24 1994 -0.02   1994 -1.09 
1995 18.99   1995 26.91 1995 15.61   1995 22.67 
1996 17.63   1996 16.54 1996 10.28   1996 9.47 
1997 24.16   1997 23.27 1997 21.75   1997 23.18 
1998 20.76   1998 18.08 1998 21.00   1998 16.39 
1999 14.27   1999 14.08 1999 12.12   1999 12.55 
2000 6.42   2000 -2.70 2000 6.41   2000 -1.26 
2001 -5.42   2001 -3.31 2001 -3.81   2001 -5.37 
2002 -4.31   2002 -6.82 2002 -9.31   2002 -12.50 
2003 4.28   2003 20.02 2003 1.67   2003 20.59 
2004 13.59   2004 10.93 2004 13.84   2004 13.17 
2005 9.25   2005 6.40 2005 9.49   2005 8.10 
2006 9.68   2006 13.98 2006 12.37   2006 15.79 
2007 15.27   2007 6.58 2007 19.32   2007 8.39 
2008 -4.22   2008 -23.92 2008 -7.86   2008 -32.96 
2009 -17.23   2009 19.66 2009 -23.19   2009 25.66 
2010 15.76   2010 12.70 2010 15.44   2010 13.25 
2011 18.75   2011 -0.48 2011 23.49   2011 -1.98 
2012 0.01   2012 12.68 2012 -1.84   2012 11.99 
2013 10.82   2013 12.70 2013 10.11   2013 12.30 
2014 15.55   2014 5.14 2014 14.89   2014 4.46 
2015 2.01   2015   -0.02 2015 1.86   2015   -0.12 
2016   -0.52   2016   -0.09   



 
!
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Pension Plan !

Plan! Month!  FYTD !  1 YR !  3 YR !  5 YR !  10 YR !  ITD !
 KERS ! 0.05 -0.68 -0.68 5.51 5.41 5.04 9.03

KERS Plan Index 0.44 0.71 0.71 5.75 5.82 5.45 9.18
 KERS-H ! -0.14 -0.24 -0.24 5.53 5.43 5.05 9.03

KHAZ Plan Index 0.20 -0.61 -0.61 5.35 5.58 5.33 9.14
 CERS ! -0.12 -0.53 -0.53 5.42 5.36 5.01 9.02

CERS Plan Index 0.19 -0.66 -0.66 5.32 5.56 5.32 9.14
 CERS-H ! -0.13 -0.38 -0.38 5.47 5.39 5.03 9.03

CHAZ Plan Index 0.19 -0.66 -0.66 5.33 5.57 5.32 9.14
 SPRS ! 0.00 -1.49 -1.49 5.09 5.16 4.91 8.99

SPRS Plan Index 0.33 -0.31 -0.31 5.43 5.63 5.35 9.15

Allocations as of 6/30/16!

Performance as of 6/30/16!
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Insurance Plan!

Plan
 Month
  FYTD 
  1 YR 
  3 YR 
  5 YR 
  10 YR 
  ITD 

 KERS INS 
 -0.21
 -0.59
 -0.59
 4.86
 4.50
 4.14
 7.16


INS KERS Plan Index
 0.20
 -0.56
 -0.56
 5.40
 5.51
 4.69
 7.56

 KERS-H INS 
 -0.10
 -0.27
 -0.27
 5.35
 4.79
 4.28
 7.21


INS KHAZ Plan Index
 0.24
 -0.38
 -0.38
 5.51
 5.58
 4.72
 7.57

 CERS INS 
 -0.07
 -0.07
 -0.07
 5.43
 4.84
 4.31
 7.21


INS CERS Plan Index
 0.26
 -0.25
 -0.25
 5.59
 5.62
 4.75
 7.58

 CERS-H INS 
 -0.07
 0.06
 0.06
 5.47
 4.86
 4.32
 7.22


INS CHAZ Plan Index
 0.26
 -0.24
 -0.24
 5.59
 5.63
 4.75
 7.58

 SPRS INS 
 -0.08
 -0.02
 -0.02
 5.43
 4.84
 4.31
 7.21


INS SPRS Plan Index
 0.26
 -0.22
 -0.22
 5.61
 5.64
 4.75
 7.58


Allocations as of 6/30/16!

Performance as of 6/30/16!
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Pension Month Fiscal 
YTD

1 Year 3 Years 5 Years 10 Years 20 Years Since 
inception

Inception Date

TOTAL FUND -0.09 -0.52 -0.52 5.45 5.38 5.02 6.94 9.03 4/1/84
Performance Benchmark 0.24 -0.19 -0.19 5.61 5.74 5.41 7.11 9.17 4/1/84

US PUBLIC 0.05 1.44 1.44 10.34 10.73 7.13 8.22 11.07 4/1/84
Performance Benchmark 0.21 2.14 2.14 11.13 11.60 7.42 8.21 11.07 4/1/84

EQUITY NON US -2.51 -8.47 -8.47 2.09 0.45 1.99 1.83 7/1/00
Performance Benchmark -1.67 -9.72 -9.72 1.65 0.58 1.92 2.28 7/1/00

PUBLIC EQUITY -1.22 -4.28 -4.28 5.67 5.14 4.36 7.00 10.29 4/1/84
Performance Benchmark -0.73 -5.03 -5.03 5.53 5.18 4.15 6.71 10.11 4/1/84

FIXED INCOME 1.10 4.76 4.76 4.39 4.74 5.49 5.95 7.72 4/1/84
Performance Benchmark 1.34 7.53 7.53 4.76 4.35 5.50 5.96 7.54 4/1/84

REAL RETURN 3.17 1.13 1.13 1.91 3.31 3.31 7/1/11
Performance Benchmark 2.67 2.10 2.10 1.42 2.65 2.65 7/1/11

ABSOLUTE RETURN -0.20 -6.26 -6.26 2.36 3.93 3.73 4/1/10
Performance Benchmark 0.50 -5.52 -5.52 1.73 1.66 2.38 4/1/10

REAL ESTATE 1.82 9.20 9.20 8.37 8.91 6.35 5.79 5.83 7/1/84
Performance Benchmark 1.95 12.62 12.62 12.59 12.20 5.38 8.41 6.41 7/1/84

PRIVATE EQUITY 0.63 5.46 5.46 12.36 12.20 7.59 10.83 7/1/02
Performance Benchmark 0.63 5.46 5.46 12.36 14.80 10.23 10.26 7/1/02

CASH ACCOUNT 0.05 0.47 0.47 0.41 0.36 1.54 2.76 3.75 1/1/88
Performance Benchmark 0.02 0.14 0.14 0.07 0.06 0.96 2.31 3.30 1/1/88

Kentucky Retirement Systems Monthly 
Investment Update: 6/30/16
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Insurance Month Fiscal 
YTD

1 Year 3 Years 5 Years 10 Years 20 Years Since 
inception

Inception Date

TOTAL FUND -0.09 -0.09 -0.09 5.35 4.79 4.28 6.18 7.21 4/1/87
Performance Benchmark 0.27 0.03 0.03 5.88 5.80 4.83 6.74 7.61 4/1/87

US PUBLIC 0.01 2.31 2.31 10.61 10.85 7.09 7.85 9.22 7/1/92
Performance Benchmark 0.21 2.14 2.14 11.13 11.60 7.38 7.65 9.05 7/1/92

EQUITY NON US -2.66 -8.63 -8.63 1.95 0.27 1.95 1.84 4/1/00
Performance Benchmark -1.67 -9.72 -9.72 1.65 0.58 1.57 1.35 4/1/00

PUBLIC EQUITY -1.24 -3.77 -3.77 5.89 5.18 4.25 6.65 8.21 7/1/92
Performance Benchmark -0.73 -4.92 -4.92 5.62 5.16 4.02 6.39 7.98 7/1/92

FIXED INCOME 1.40 5.11 5.11 3.90 4.41 5.60 6.50 6.55 7/1/92
Performance Benchmark 1.34 7.53 7.53 4.76 4.35 5.58 6.38 6.50 7/1/92

REAL RETURN 3.04 1.52 1.52 1.93 3.11 3.11 7/1/11
Performance Benchmark 2.68 2.57 2.57 1.62 2.78 2.78 7/1/11

ABSOLUTE RETURN 1.90 9.75 9.75 8.20 8.51 8.79 5/1/09
Performance Benchmark 1.95 12.62 12.62 12.59 12.20 5.63 5/1/09

REAL ESTATE -0.22 -6.17 -6.17 2.38 3.91 3.66 4/1/10
Performance Benchmark 0.50 -5.52 -5.52 1.73 1.66 2.38 4/1/10

PRIVATE EQUITY 1.36 10.59 10.59 15.65 13.78 9.32 9.53 7/1/02
Performance Benchmark 1.36 10.59 10.59 15.65 14.80 9.58 9.61 7/1/02

CASH ACCOUNT 0.04 0.31 0.31 0.25 0.28 1.28 2.48 2.77 7/1/92
Performance Benchmark 0.02 0.14 0.14 0.07 0.06 0.96 2.31 2.64 7/1/92

Kentucky Retirement Systems Monthly 
Investment Update: 6/30/16
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FY 2016 Performance Drivers!

•  The more real estate, private equity, core and long 
duration fixed income, and U.S. large cap equity 
exposure a portfolio had the better it did.


•  The more non-U.S. equity, U.S. small and mid cap 
equity, and absolute return/hedge fund exposure a 
portfolio had the worse it did. 
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FY 2016 Performance Drivers!

•  Passive management in U.S. equities did better than 
active management.


•  Value stocks did better than growth stocks, but the out 
performance was all in the second half of fiscal year.


•  High yield credit, commodities, and emerging market 
debt and equity all had a difficult first half of fiscal year, 
but were some of the best performing asset classes in 
the second six months.
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Asset Class Heat Map!
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5 Year Risk/Return!
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10 Year Risk/Return!
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Cash Flow Overview!

Karen Roggenkamp!
Chief Operating Officer





19 

August 25, 2016!
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KERS Non Hazardous Pension Plan!
Cash Flow Review!

Cash Flow Stress beginning in 1998

–  Employer Contributions (ARC) Underfunding Impact = $2.44 Billion (Pension); $2.1 Billion 

(Insurance) 

–  Incentive Windows to Reduce Payroll = Retirement Spike and Extended Payment Outflows

–  “Air” Time Purchases (excluded New Hires in 2002) 

–  Unfunded Cost of Living Adjustments for Retirees – last COLA granted in 2011

–  Increased Reliance on Investment Performance; Market Volatility and Asset Sales




 KERS Non Hazardous vs. CERS Non Hazardous  Comparisons



Cash Flow Stress Mitigation


–  Additional Employee 1% Contribution (2009)

–  Reductions in Future Benefit Outflow; (Tier 2 and Tier 3)

–  Full payment of ARC (2015 – 2018)

–  Additional Funding 2017 and 2018; partially offset by Tier 1 Retirement Bubble




 

*cash flow = $ inflows less $ outflows




KERSNHZ Historical Contribution Rates!
Pension & Insurance !
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Pension Funding History!
KERSNZ & CERSNZ!
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KERS Non Hazardous Contribution Rates!
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KERS Non Hazardous Cash Flow Excluding 
Investment Activity ($000’s)!
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The following Legislative changes resulted in 
increased retirements and benefits: 

•  Higher retirement factor for members with continuous 
service 1/98 through 1/99 and retiring between 2/99 and 
1/09 

 
•  Final Compensation calculation based on High Three years, 

if member had 27 years of service credit, age and service 
equaled 75, and retirement date was between 08/01 and 
1/09 

 
•  Ability to purchase “air time” -  New hires excluded 

beginning 1/02 
 
•  COLAs paid to retirees through 2011 

The increase in inflows in 
2015 was a result of the full 
funding of the ARC by SB2 



KERS Non Hazardous Cash Flow with 
Investment Income and Expense!

Without Unrealized Investment Gains/Losses!
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FY 01 & 02 cash flows impacted by Dotcom Bubble 

FY 09 & 10 cash flows impacted by the Great Recession 



CERS Non Hazardous Contribution Rates!
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CERS Non Hazardous Cash Flow without 
Investment Activity!
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CERS Non Hazardous Cash Flow with 
Investment Income and Expense!

 Without Unrealized Investment Gains/Losses!
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Full ARC funding minimized impact of recessionary periods 



KERS Non Hazardous Pension Cash Flow!
FY 2016 – FY 2018!
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Appendix!
Investments 



The KRS Investment Function!

•  Under Kentucky Revised Statute 61.650, the KRS Board of Trustees (the 
Board) has the “… exclusive power to invest and reinvest… (the 
Systems’ funds)… in accordance with federal law.”!




•  The Board is required by statute to establish an Investment Committee!
–  Two (2) members must be the two trustees with investment experience 

appointed by the Governor.

–  Three (3) members are appointed by the Board chair. 




•  The Investment Committee has the authority to implement the 
investment policies adopted by the Board and to “… act on behalf of the 
Board on all investment-related matters and to acquire, sell, safeguard, 
monitor, and manage the assets and securities of the several funds.” 




•  The KRS Chief Investment Officer supervises the KRS Investment 

Division and reports to the Investment Committee and the Executive 
Director (for administrative purposes).
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https://kyret.ky.gov!

•  Latest Investment News

•  Monthly Performance Updates

•  Consultant Reports 

•  Investment Committee 

Summary

•  Quarterly Performance 

Updates

•  Quarterly Holdings

•  Quarterly Commissions
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Investment Website!



Investment Consultants!

Pension Consulting Alliance 
Private Equity


Albourne 
Absolute and Real Return 


ORG Portfolio Management 
 Real Estate 


RVK!
General Consultant
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Investments Staff!

David Peden, MBA, CFA

Chief Investment Officer


Joe Gilbert

Director


Public Equity


Logan Burchett, MBA

Investment Analyst  I


Andy Kiehl

Director


Real Return & Real Estate


Brent Aldridge, MBA, 
CAIA


Director

Alternative Investments


Rich Robben, CFA

Deputy CIO/Director


Fixed Income


Vacant

Director


Private Equity


Anthony Chiu, MBA, CFA

Sr. Investment Analyst


Alane Foley

Administrative Assistant
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Staff Educational Qualifications 
7 Professional Staff and 1 Administrative Assistant 



Traditional Education – Advanced Degrees


–  4 Master of Business Administration  



Industry Certifications

§  3 Chartered Financial Analyst (CFA) Charterholders


•  1 CFA Candidate (7 covered by CFA Code of Ethics)

§  2 Chartered Alternative Investment Analysts (CAIA) 


•  1 CAIA Candidate
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KRS Fees by Asset Class!
Total	
  Investment	
  Expenses	
  

	
  	
   	
  	
   FY	
  2016	
   FY	
  2015	
  
	
  	
   	
  	
   2016	
  FYTD	
  Fees	
  	
  %	
  of	
  MV	
  	
   	
  Market	
  Value	
  	
   2015	
  FYTD	
  Fees	
  	
  %	
  of	
  MV	
  	
   	
  Market	
  Value	
  	
  

Absolute	
  Return	
   	
  	
   	
  $	
  	
  	
  	
  	
  	
  	
  9,915,064	
  	
   0.66%	
  	
  $	
  1,500,636,863	
  	
   	
  $	
  	
  	
  	
  	
  	
  	
  7,526,173	
  	
   0.45%	
  	
  	
  	
  	
  	
  	
  	
  	
  1,679,122,598	
  	
  
	
  	
  Investment	
  Advisory	
  Fees	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  9,133,492	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  3,732,702	
  	
   	
  	
   	
  	
  
	
  	
  Performance	
  Fees	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  481,870	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  3,793,471	
  	
   	
  	
   	
  	
  
	
  	
  Other	
  Fees	
  and	
  Expenses	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  299,701	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
Fixed	
  Income	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  10,788,109	
  	
   0.55%	
  	
  $	
  1,979,132,082	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  11,059,928	
  	
   0.37%	
  	
  	
  	
  	
  	
  	
  	
  	
  2,969,839,696	
  	
  
	
  	
  Investment	
  Advisory	
  Fees	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  8,080,382	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  10,184,022	
  	
   	
  	
   	
  	
  
	
  	
  Performance	
  Fees	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  2,699,970	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  827,111	
  	
   	
  	
   	
  	
  
	
  	
  Other	
  Fees	
  and	
  Expenses	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  7,756	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  48,795	
  	
   	
  	
   	
  	
  
Private	
  Equity	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  59,143,546	
  	
   4.11%	
  	
  $	
  1,437,999,859	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  54,844,836	
  	
   3.97%	
  	
  	
  	
  	
  	
  	
  	
  	
  1,381,127,382	
  	
  
	
  	
  Investment	
  Advisory	
  Fees	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  13,962,069	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  18,107,999	
  	
   	
  	
   	
  	
  
	
  	
  Performance	
  Fees	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  38,285,949	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  31,320,546	
  	
   	
  	
   	
  	
  
	
  	
  Other	
  Fees	
  and	
  Expenses	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  6,895,527	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  5,416,291	
  	
   	
  	
   	
  	
  
Public	
  Equity	
  	
  	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  13,510,430	
  	
   0.17%	
  	
  $	
  7,784,670,410	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  15,144,399	
  	
   0.22%	
  	
  	
  	
  	
  	
  	
  	
  	
  7,031,215,863	
  	
  
	
  	
  Investment	
  Advisory	
  Fees	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  13,483,980	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  13,898,905	
  	
   	
  	
   	
  	
  
	
  	
  Other	
  Fees	
  and	
  Expenses	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  26,449	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  1,245,494	
  	
   	
  	
   	
  	
  
Real	
  Estate	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  14,914,409	
  	
   2.08%	
  	
  $	
  	
  	
  	
  	
  717,873,053	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  9,690,124	
  	
   1.15%	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  840,964,188	
  	
  
	
  	
  Investment	
  Advisory	
  Fees	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  7,374,794	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  4,982,134	
  	
   	
  	
   	
  	
  
	
  	
  Performance	
  Fees	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  4,775,574	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  815,411	
  	
   	
  	
   	
  	
  
	
  	
  Other	
  Fees	
  and	
  Expenses	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  2,764,040	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  3,892,579	
  	
   	
  	
   	
  	
  
Real	
  Return	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  10,427,388	
  	
   0.83%	
  	
  $	
  1,257,972,548	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  6,384,231	
  	
   0.42%	
  	
  	
  	
  	
  	
  	
  	
  	
  1,503,938,472	
  	
  
	
  	
  Investment	
  Advisory	
  Fees	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  7,391,718	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  4,209,078	
  	
   	
  	
   	
  	
  
	
  	
  Performance	
  Fees	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  1,510,604	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  1,258,015	
  	
   	
  	
   	
  	
  
	
  	
  Other	
  Fees	
  and	
  Expenses	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  1,525,066	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  917,138	
  	
   	
  	
   	
  	
  
Cash	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  275,088	
  	
   0.10%	
  	
  $	
  	
  	
  	
  	
  265,860,491	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  190,818	
  	
   0.06%	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  294,913,380	
  	
  
	
  	
  Other	
  Fees	
  and	
  Expenses	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  275,088	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  190,818	
  	
   	
  	
   	
  	
  
	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
Total	
  Investment	
  Mgmt	
  Fees	
   	
  	
  	
  	
  	
  -­‐	
  	
  	
  	
   	
  $	
  	
  118,974,032	
  	
   0.80%	
  	
  	
  14,944,145,305	
  	
   	
  $	
  	
  104,840,510	
  	
   0.67%	
  	
  	
  	
  	
  	
  15,701,121,578	
  	
  
	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
Other	
  Investment	
  Fees	
   	
  	
   	
  $	
  	
  	
  	
  	
  	
  	
  4,192,090	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
	
  	
  ConsulGng	
   	
  	
   	
  $	
  	
  	
  	
  	
  	
  1,568,451	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  1,706,261	
  	
   	
  	
   	
  	
  
	
  	
  Trustee	
   	
  	
   	
  $	
  	
  	
  	
  	
  	
  1,544,847	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  1,324,023	
  	
   	
  	
   	
  	
  
	
  	
  SecuriGes	
  Lending	
  Fees	
   	
  	
   	
  $	
  	
  	
  	
  	
  	
  	
  	
  	
  902,148	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  671,046	
  	
   	
  	
   	
  	
  
	
  	
  SecuriGes	
  lending	
  Rebate	
   	
  	
   	
  $	
  	
  	
  	
  	
  	
  	
  	
  	
  176,644	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  	
  (558,023)	
   	
  	
   	
  	
  
	
  	
  Manual	
  Accruals	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  	
  	
  	
  	
  	
  	
  	
  1,609,997	
  	
   	
  	
   	
  	
  
	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
   	
  	
  
Total	
  Investment	
  Expenses	
   	
  	
   	
  $	
  	
  123,166,122	
  	
   0.82%	
  	
  	
  14,944,145,305	
  	
   	
  $	
  	
  104,840,510	
  	
   0.67%	
  	
  	
  	
  	
  	
  15,701,121,578	
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APPENDIX

Cash Flow
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!
!

History of COLA Benefit Increases to Retirees!
JULY 1, 1990 – July 1, 2016!

!
DATE 
 
INCREASE DESCRIPTION

 

•  8/1/1990    
Monthly benefits of retirees who began drawing prior to 1982 increased by 


 
$2.50 for each year benefits had been drawn


      
Monthly benefits of all retirees including above group increased by 4.5%


•  7/1/1991    
Monthly benefits of retirees increased 4.5%

•  7/1/1992    
Monthly benefits increased by 1% for KERS and SPRS retirees

•  7/1/1993    
Monthly benefits increased by 1% for KERS and SPRS retirees

•  7/1/1994    
Monthly benefits increased by 2.11% for KERS and SPRS retirees (1.11% 


 
given 

•  
       
7/1/94 and 1% given retroactive to 7/1/94 on November 1994 check)

•  
       
Monthly benefits increased by 2.11% for CERS retirees

•  7/1/1995    
Monthly benefits increased 2.11% for all recipients

•  8/1/1996    
2.8% increase based on CPI for calendar year 1995

•  7/1/1997    
3.0% increase based on CPI for calendar year 1996

•  7/1/1998    
2.3% increase based on CPI for calendar year 1997

•  7/1/1999    
1.6% increase based on CPI for calendar year 1998

•  7/1/2000    
2.2% increase based on CPI for calendar year 1999


 -more-
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History of COLA Benefit Increases to Retirees!
JULY 1, 1990 – July 1, 2016 (continued)!

DATE 
 
INCREASE DESCRIPTION


•  7/1/2001 
3.4% increase based on CPI for calendar year 2000

•  7/1/2002 
2.85% increase based on CPI for calendar year 2001

•  7/1/2003 
1.6% increase based on CPI for calendar year 2002

•  7/1/2004 
2.3% increase based on CPI for calendar year 2003

•  7/1/2005 
2.7% increase based on CPI for calendar year 2004

•  7/1/2006 
3.4% increase based on CPI for calendar year 2005

•  7/1/2007 
3.2% increase based on CPI for calendar year 2006

•  7/1/2008 
2.8% increase based on CPI for calendar year 2007

•  7/1/2009 
1.5% increase based on House Bill 1 (KRS 61.691(2))

•  7/1/2010 
1.5% increase based on House Bill 1 (KRS 61.691(2))

•  7/1/2011 
1.5% increase based on House Bill 1 (KRS 61.691(2))

•  7/1/2012 – 7/1/2016   0





*For period of 1998-2011 only, KERNZ COLA cost estimated at $146 million and CERSNZ  cost $85 
million (excluding any Investment opportunity).
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SPRS Hazardous Pension Cash Flow!
FY 2016 – FY 2018!
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